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PART  24— DEBARMENT,  SUSPENSION 

AND  INELIGIBILITY  OF  CONTRACTORS 

AND  GRANTEES;  ADMINISTRATIVE 

SANCTIONS 

On  Monday,  December  13,  1976,  a 
notice  of  proposed  rulemaking  was  pub¬ 
lished  in  the  Federal  Register  (41  PR 
54302) .  This  notice  proposed  revisions  to 
existing  regulations  in  order  to  improve 
procedures  by  which  contractors  and 
grantees  are  excluded  from  participating 
in  HUD  programs  because  of  irresponsi¬ 
ble  conduct  or  for  other  good  reason. 

The  suggestions  received,  with  few  ex¬ 
ceptions,  have  been  included  in  the  final 
rule  as  follows: 

1.  The  proposal  changed  the  maximum 
debarment  period  from  an  Identified 
term  of  three  years  to  an  indefinite 
period  of  time.  Several  commentators 
took  strong  exception  to  this  change 
pointing  out  that  it  did  not  follow  the 
trend  of  court  decisions  in  this  area;  that 
it  violated  the  standard  of  fairness  which 
is  required  by  the  courts;  that  it  could 
put  the  Department  in  the  position  of 
having  the  court  invalidate  such  a  pro¬ 
cedure;  that  it  did  not  bear  a  reasonable 
relationship  to  the  intention  of  debar¬ 
ment,  i.e.,  protection  of  the  public;  that 
imposition  of  all  debarments  for  an  in¬ 
definite  period  bears  no  relationship  to 
the  severity  and  variety  of  the  circum¬ 
stances  which  justify  debarment;  that 
it  discriminates  against  less  informed 
and  less  educated  contractors  not  repre¬ 
sented  by  counsel;  that  a  definite  period 
of  debarment  is  necessary  to  protect  the 
public  interest;  that  removing  the  obli¬ 
gation  from  the  hearing  oCBcer  to  set  a 
stated  debarment  term  is  a  derogation  of 
his  authority  and  puts  him  in  the  posi¬ 
tion  of  merely  performing  a  clerical 
function;  that  this  procedure  presents 
substantial  policy  and  'administrative 
problems  particularly  in  the  record 
keeping  area,  e.g.,  since  in  excess  of  a 
hundred  debarment  cases  are  litigated 
each  year  the  Consolidated  List  which 
refiecte  debarment  and  suspensions 
would  be  filled  with  stale  listings  of  those 
who  do  not  seek  reinstatement;  that 
purging  the  Consolidated  List  of  these 
names  would  require  continuous  review 
of  the  records;  that  where  the  reinstate¬ 
ment  of  contractors  and  the  necessary 
purging  of  the  list  is  on  an  ex  parte  ad¬ 
ministrative  basis,  there  is  a  greater  op¬ 
portunity  for  the  charge  of  personal  or 
political  favoritism.  In  view  of  these 
comments,  the  indefinite  debarment 
period  that  was  proposed  has  been  modi¬ 
fied.  The  hearing  officer  may  only  impose 
an  indefinite  debarment  in  egregious  cir¬ 
cumstances;  otherwise  a  time  certain 
must  be  set  up  to  five  years. 

2.  The  suggestion  that  the  term  “in¬ 
eligibility”  tends  to  be  ambiguous  has 
been  addressed  by  clarifying  that  an  in¬ 
eligibility  status  means  a  disqualification 
from  HUD  programs  due  to  Imposition  of 
a  sanction  by  another  Federal  agency. 


3.  A  commentator  recommended  that 
the  temporary  denial  of  participation 
sanction  should  carry  with  it  a  time 
limitation.  Accordingly,  the  temporary 
denial  rule  has  been  modified  to  lir-it 
the  exclusion  to  a  maximum  of  12 
months. 

4.  In  accordance  with  a  comment  con¬ 
cerning  conditional  participation  and 
temporary  denial  of  participation,  the 
regulation  makes  clear  that  this  sanction 
only  impacts  on  the  specific  program 
under  which  it  is  taken. 

5.  The  suggestion  of  another  commen¬ 
tator  has  been  adopted  which  will  give 
the  field  officer  imposing  a  temporary 
denial  of  participation  or  conditional 
participation  the  responsibility  of  ad¬ 
vising  other  field  offices  of  this  sanction. 
A  field  officer,  so  advised,  may  at  his 
option  invoke  this  sanction  against  the 
contractor  in  his  jurisdiction.  Otherwise 
the  sanction  is  limited  to  the  jurisdiction 
of  the  office  which  invokes  it. 

6.  In  response  to  the  suggestion  that 
some  HUD  officials  were  excluded  from 
the  authority  of  invoking  sanctions,  a 
definition  of  “Assistant  Secretary”  has 
been  added  which  includes  any  official 
bearing  the  title  of  Assistant  Secretary, 
Federal  Insurance  Administrator,  Fed¬ 
eral  Disaster  Assistance  Administrator, 
President,  Government  National  Mort¬ 
gage  Association  and  New  Communities 
Administrator. 

7.  In  response  to  a  suggestion  by  the 
Inspector  (General,  the  regulations  have 
been  amended  to  indicate  that  informa¬ 
tion  with  regard  to  sanctions  is  to  be  sent 
to  the  Office  of  the  Inspector  General 
through  the  appropriate  program  office. 

8.  A  commentator  pointed  out  that 
there  is  uncertainty  as  the  regulations 
are  presently  written  whether  the  Con¬ 
solidated  List  is  public  information.  Ac¬ 
cordingly,  reference  to  restriction  of  such 
list  has  been  deleted. 

9.  Several  commentators  objected  to 
the  order  in  which  sections  were  set  out 
in  the  regulations  and  suggested  that  a 
more  meaningful  pattern  could  be  de¬ 
veloped.  Accordingly,  the  sections  have 
been  rearranged. 

10.  Commentators  also  objected  to  the 
complicated  numbering  of  subsections  in 
§  24.10.  This  section  is  replaced  by  four 
separate  sections  and  consequently  the 
numbering  of  the  subsections  has  been 
simplified. 

11.  The  treatment  of  a  contractor  who 
has  been  placed  on  the  Consolidated  List 
but  inadvertently  awarded  a  contract 
during  an  emergency  situation  has  been 
clarified  in  response  to  a  commentator 
who  complained  of  this  omission.  Also, 
treatment  of  a  contractor  on  the  Con¬ 
solidated  List  who  has  prior  valid  con¬ 
tracts  with  the  Government  has  been 
clarified  to  indicate  that  the  contract 
may  be  evaluated  to  determine  whether 
its  termination  would  be  in  the  best  in¬ 
terest  of  the  government  in  light  of  the 
facts  surroimding  the  sanction  invoked 
against  the  contractor. 

12.  In  response  to  a  commentator’s 
suggestion,  the  subsection  describing  to¬ 
tal  restriction  of  contractors  has  been 
amended  to  include  the  two  exceptions 


which  apply  to  total  restrictions.  These 
exceptions  may  arise  when  the  debarred 
contractor  is  a  subcontractor  and  when 
a  suspended  contractor  is  permitted  to 
do  business  with  the  Department  be¬ 
cause  of  considerations  of  the  best  in¬ 
terest  of  the  Government. 

13.  The  provision  absolving  a  party 
when  failure  to  perform  as  a  contractor 
is  due  to  the  events  beyond  his  control 
was  criticized  by  a  commentator.  This  • 
provision  has  been  rewritten  to  place  the 
burden  on  the  contractor  to  demonstrate 
that  in  fact  the  events  were  beyond  Ids 
control  and  not  due  to  his  negligence. 

14.  The  section  on  reinstatement  pro¬ 
cedures  has  been  amended  in  accord¬ 
ance  with  a  suggestion  by  a  commenta¬ 
tor  to  recognize  the  authority  of  the  re¬ 
instating  official  to  require  restitution  by 
the  party  for  losses  sustained  by  HUD 
on  his  account. 

15.  With  regard  to  the  repeal  of  other 
sanctions  which  are  now  imposed  by 
HUD,  in  response  to  a  suggestion  by 
several  commentators,  it  is  specified  that 
the  Previous  Participation  Review  and 
Clearance  Procedure  is  not  repealed. 

16.  With  regard  to  contractors  who 
are  presently  affected  by  sanctions 
which  have  been  repealed,  in  response 
to  a  suggestion  of  a  commentator,  pro¬ 
vision  has  been  made  for  such  parties  to 
petition  for  reconsideration  or  for  re¬ 
duction  of  the  sanction  term. 

17.  It  was  pointed  out  by  one  commen¬ 
tator  that  under  the  temporary  denial 
of  participation  proceedings,  cate¬ 
gorization  of  the  appeal  by  a  party  as  a 
“conference  for  reconsideration”  may 
indicate  to  the  party  that  a  further  ap¬ 
peal  is  available  at  the  field  office  level. 
Since  this  was  not  the  Intent  of  this  sec¬ 
tion,  the  term  “Informal  hearing”  .has 
been  substituted  in  order  that  it  be  made 
clear  that  this  is  the  only  administra¬ 
tive  remedy  available  before  an  appeal 
to  the  Assistant  Secretary  may  be  taken. 

18.  Several  commentators  suggested 
that  the  authority  of  the  General  Coun¬ 
sel  to  appoint  hearing  officers  should  be 
recinded.  This  suggestion  has  been 
adopted  and  the  Secretary  or  the  Under 
Secretary  have  been  designated  as  the 
officials  responsible  for  hearing  officer 
appointments. 

19.  It  was  suggested  by  one  commen¬ 
tator  that  the  decision  of  the  hearing 
officer  should  be  final  within  the  De¬ 
partment.  This  suggestion  was  not 
adopted  because  of  the  Secretary’s  de¬ 
sire  to  have  the  authority  to  review  hear¬ 
ing  officer  determinations  at  her  discre¬ 
tion.  However,  the  same  commentator’s 
suggestion  that  the  Secretary’s  review 
should  be  subject  to  a  time  limit  has 
been  adopted  by  providing  that  the  Sec¬ 
retary  shall  issue  a  determination  on 
such  cases  as  she  chooses  to  review  with¬ 
in  thirty  days  after  her  decision  that  re¬ 
view  be  granted. 

The  Department  has  determined  that 
an  environmental  impact  statement  is 
not  required  with  respect  to  this  final 
rule.  A  copy  of  the  environmental  find¬ 
ing  of  inapplicability  is  available  for 
inspection  at  the  Office  of  the  Rules 
Docket  CHerk,  Room  10141,  451  Seventh 
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Street,  SW.,  Washington,  D.C.  20410.  The 
Department  has  also  determined  in  ac¬ 
cordance  with  OMB  Circular  A-107  that 
this  proposal  does  not  have  an  economic 
impact.  A  copy  of  the  economical  find¬ 
ing  of  inapplicability  is  also  available 
for  inspection  at  the  above  address. 

Effective  date:  This  revision  becomes 
effective  as  of  January  27,  1977. 

Accordingly,  Part  24  of  Title  24  of  the 
Code  of  Federsd  Regulations  is  revised 
to  read  as  follows: 

Sec. 

34.0  Policy. 

24.1  Scope. 

24.2  Authority. 

24.3  Applicability. 

24.4  Definitions. 

24.5  General. 

24.6  Causes  and  conditions  applicable  to 

determination  of  debarment. 

24.7  Procedural  requirements  relating  to 

the  imposition  of  debarment. 

24.8  Determination  of  Hearing  Officer;  re¬ 

view  of  determination. 

24.9  Authority  of  Hearing  Officer. 

24.10  Notice  of  Determinations. 

24.11  Rescission  and  reinstatement. 

24.12  Suspension. 

24.13  Causes  and  conditions  under  which 

contractors  or  grantees  may  be 
suspended. 

24.14  Period  and  scope  of  suspension. 

24.15  Restrictions  during  period  of  suspen¬ 

sion. 

24.16  Notice  of  suspension. 

24.17  Other  sanctions. 

24.18  Temporary  denial  of  participation; 

conditional  denial. 

24.19  [Reserved] 

24.20  [Reserved] 

24.21  Establishment  and  maintenance  of 

lists  of  contractors  and  grantees 
subject  to  administrative  sanctions. 

24.22  Bases  for  entry. 

24.23  llreatment  to  be  accorded  contractors 

or  grantees  subject  to  administra¬ 
tive  sanctions. 

Authority:  Sec.  7(d) ,  Department  of  HUD 
Act.  79  Stat.  670;  (42  U.S.C.  3535(d)). 

§  24.0  Policy. 

In  order  that  this  Department  may 
realize  the  goal  of  a  decent  home  and  a 
suitable  living  environmeiit  for  every 
American  family,  it  is  necessary  that 
grants  and  contracts  awarded  by  the 
Department  and  by  those  entitles  with 
whom  it  does  business  be  made  only  to 
those  contractors  and  grantees  which 
can  demonstrate  that  Government  fimds 
will  be  properly  utilized.  Department 
policy  requires,  therefore,  that  awards 
may  be  made  only  to  responsible  con¬ 
tractors  and  grants.  In  evaluating  past 
performance  of  participants  in  programs 
administered  by  the  Department,  as  well 
as  other  relevant  aspects  of  the  record 
and  status  of  the  participants,  the  crite¬ 
ria  for  debarment  and  suspension  shall 
be  uniform. 

§  24.1  Scope. 

This  part  prescribes  procedures  relat¬ 
ing  to: 

(a)  The  debarment  of  contractors  and 
grantees  for  cavise,  temporary  denial  of 
participation  and  conditional  participa¬ 
tion; 

(b)  The  suspension  of  contractors  and 
grantees  for  cause  under  prescribed  con¬ 
ditions; 


(c)  The  placemaat  of  contractors  and 
grantees  in  ineligibility  status  when 
they  are  included  in  lists  which  make 
their  participation  in  federally  assisted 
programs  illegal; 

(d)  Reconsideration  of  debarment 
and  suspension,  and  ineligibility. 

§  24.2  Authority. 

This  part  is  issued  imder  secticm  7(d) 
of  the  Department  of  Housing  and  Uihan 
Development  Act  (42  U.S.C.  3535(d) ) . 

§  24.3  .Applicability. 

(a)  This  part  applies  to  (1)  contracts 
in  accordance  with  41  CIPR,  Chapter  I, 
for  procurement  of  property,  nonperson¬ 
al  services  (including  construction) ,  and 
F>ersonal  services  (41  CPR  1-3.204) ;  (2) 
HUD  assisted  contracts ;  (3)  individuals, 
state  and  local  governments  and  public 
and  private  organizations  who  are  con¬ 
tractors  with  or  grantees  of  the  Depart¬ 
ment  and  to  all  who  receive  HUD  funds 
directly  or  indirectly  from  such  contrac¬ 
tors  or  grantees;  (4)  participcmts,  or 
contractors  with  participants,  in  pro¬ 
grams  where  HUD  is  or  will  be  the  guar¬ 
antor  or  insurer;  and  (5)  former  HUD 
employees. 

(b)  This  part  does  not  apply  to  (1) 
contracts  with,  or  grants  made  to,  own¬ 
ers  or  occupants  of  real  property  in  con¬ 
nection  with  the  acquisition  of  such  real 
property,  or  any  interest  therein,  by  a 
public  entity  for  a  HUD  assisted  program 
or  project  where  such  entity  possesses 
the  power  of  eminent  domain;  (2)  re¬ 
location  payments  to  eligible  displaced 
parties;  or  (3)  contracts  of  direct-all- 
cash  sales  of  Secretary-owned  properties 
with  contractors  or  grantees  against 
whom  administrative  sanctions  under 
this  part  have  been  taken. 

§  24.4  Definitions. 

(a)  “Debarment”  means,  exclusion 
from  participation  in  HUD  programs  for 
a  reasonable,  specified  period  of  time 
commensurate  with  the  seriousness  of 
the  offense  or  the  failure  or  inadequacy 
of  performance  generally  not  to  exceed 
five  years.  However,  the  hearing  officer 
may  exclude  a  party  for  an  indefinite 
period  because  of  egregious  and  willful 
improper  conduct.  Debarment  also  means 
exclusion  from  participation  by  reason 
of  ineligibility  under  regulations  of  the 
Secretary  of  Labor  pursuant  to  Execu¬ 
tive  Order  11246,  which  exclusion  con¬ 
tinues  pending  elimination  of  the  cir¬ 
cumstances  for  which  it  was  imposed. 

(b)  “Suspension”  means  a  disqualifi¬ 
cation  from  participation  in  HUD  pro¬ 
grams  for  a  temporary  period  of  time 
because  a  contractor  or  grantee  is  sus¬ 
pected  upon  adequate  evidence  of  en¬ 
gaging  in  criminal,  fraudulent,  or  seri¬ 
ously  improper  conduct. 

(c)  “Placement  in  ineligibility  status” 
means  a  disqualification  from  participa¬ 
tion  in  HUD  programs  due  to  imposition 
of  a  sanction  by  another  Federal  agency 
and  pending  the  elimination  of  the  cir¬ 
cumstances  which  constitute  the  basis 
for  imposition  of  the  disqualification. 

(d)  “Affiliates.”  Business  concerns  are 
affiliate  of  each  other  when  either  di¬ 
rectly  or  indirectly  one  concern  or  in¬ 


dividual  formulates,  directs,  or  contitfis 
the  other  concern;  or  has  the  power  to 
formulate,  direct,  or  control  the  other 
concern;  or  has  the  responsibility  and 
authority  either  to  prevent  in  the  first 
instance,  or  promptly  to  correct,  the  of¬ 
fensive  conduct  of  the  other  concern. 
Business  concerns  are  also  affiliates  of 
each  other  when  a  third  party  is  similarly 
situated  with  respect  to  both  concerns. 

(e)  “ConsolldaW  List.”  A  monthly 
publication  which  includes  the  names  of 
contractors  and  grantees  who  may  not 
participate  in  Department  programs  be¬ 
cause  of  their  debarred,  suspended  or  in¬ 
eligible  status. 

(f)  “Contractors  or  grantees.”  Indi¬ 
viduals,  state  and  local  governments  and 
public  or  private  organizations  that  are 
direct  recipients  of  HUD  fimds  or  that 
receive  HUD  funds  indirectly  through 
non-Pederal  sources  including,  but  not 
limited  to,  borrowers,  builders,  mort¬ 
gagees,  real  estate  agents  and  brokers, 
area  management  brokers,  management 
and  mai^eting  agents,  or  those  in  a  busi¬ 
ness  relationship  with  such  recipients  in¬ 
cluding.  but  not  limited  to.  consultants, 
architects,  engineers  and  attorneys;  all 
participants,  or  contractors  wito  partici¬ 
pants,  in  programs  where  HUD  is  the 
guarantor  or  insurer;  and  Federally  as¬ 
sisted  construction  contractors. 

(g)  “Financial  assistance.”  Assistance 
through  grant  or  contractual  arrange¬ 
ments;  assistance  in  the  form  of  loans, 
loan  guarantees  or  insurance;  and  in  ad¬ 
dition,  award  of  procurement  contracts, 
notwithstanding  any  quid  pro  quo  gdven 
or  whether  the  Department  gives  any¬ 
thing  of  value  in  return. 

(h)  “Temporary  denial  of  participa¬ 
tion.”  Unless  taken  as  a  result  of  a  pend¬ 
ing  investigation  or  an  indictment  which 
gives  rise  to  suspension  of  the  contractor 
or  grantee,  a  temporary  denial  is  an  ex¬ 
clusion  from  HUD  programs  by  an  Area 
Office  Director,  Insuring  Office  Director 
or  a  Regional  Administrator  for  a  speci¬ 
fied  period  not  to  exceed  twelve  months. 
The  denial  is  limited  in  effect  to  the 
jurisdiction  of  the  office  initiating  the 
action  and  the  specific  program  under 
which  this  action  is  taken. 

(i)  “Conditional  participation.”  An 
exclusion  of  a  contractor  or  grantee  by 
an  Area  Director,  Insuring  Officer  Direc¬ 
tor  or  a  Regional  Administrator  from 
participation  in  one  HUD  program,  gen¬ 
erally  pending  corrective  actions  by  the 
contractor  or  grantee.  The  exclusion  is 
limited  in  effect  to  the  jurisdiction  of 
the  office  imposing  the  condition  and  the 
specific  program  under  which  the  actiixi 
is  tsiken. 

(j)  “Administrative  sanction.”  Any 
action  by  the  Department  under  this 
part  which  is  a  limitation  upon  the  right 
of  a  contractor  or  grantee  to  participate 
in  Department  programs. 

(k)  “Assistant  Secretary.”  Any  As¬ 
sistant  Secretary  of  HUD,  the  Federal 
Disaster  Assistance  Administrator,  the 
Federal  Insurance  Administrator,  the 
President,  Government  National  Mort¬ 
gage  Association  and  the  New  Commu¬ 
nities  Administrator. 
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§  24.5  General. 

(a)  Debarment,  suspension,  placement 
in  ineligible  status,  temporary  denial  of 
participation  and  conditional  participa¬ 
tion  are  measures  which  may  be  invoked 
by  ofiQces  of  the  Department  either  to 
exclude  or  to  disqualify  contractors  and 
grantees  from  participation  in  Depart¬ 
ment  programs.  These  measures  shall  be 
used  for  the  purpose  of  protecting  the 
public  and  are  not  for  punitive  purposes. 

(b)  Department  action  to  exclude  or 
to  disqualify  contractors  and  grantees 
from  participation  in  its  programs,  or 
to  reconsider  such  measures,  shall  be 
based  upon  all  available  relevant  facts. 
Department  Investigation  required  to 
elicit  such  facts  and  related  evidence 
shall  be  conducted  by  the  Office  of  the 
Inspector  General  or  by  such  other  office 
as  has  been  assigned  investigative  au¬ 
thority. 

(c)  Where  Department  action  results 
in  an  applicant's  being  denied  financial 
assistance  on  the  basis  of  his  previous 
conduct  with  the  Department,  the  appli¬ 
cant  is  entitled  to  a  hearing  in  accord¬ 
ance  with  this  part,  except  that  (1)  in 
those  Departmental  programs  where  ad¬ 
ministrative  sanctions  and  hearings  are 
provided  by  Statute,  this  Part  24  shall 
not  apply;  (2)  where  the  action  is  based 
on  an  indictment  or  conviction  of  the 
party,  an  appeal  of  the  action  is  limited 
to  submission  of  documentary  evidence 
and  written  briefs  to  the  hearing  officer. 

(d)  Where  a  party  has  been  adversely 
affected  by  Department  action  on  the 
grounds  that  he  is  an  “affiliate”,  the 
hearing  on  this  issue  shall  be  consoli¬ 
dated  with  the  hearing  of  any  of  the 
principals. 

(e)  Where  a  contract  or  grant  has 
been  let  to  a  party  named  on  the  Con¬ 
solidated  List  because  (1)  a  disaster  or 
emergency  situation  existed  under  pro¬ 
visions  of  the  Disaster  Relief  Act  of  1974 
(42  U.S.C.  5121  note)  or  (2)  when  the 
grant  or  contract  was  let,  the  party  was 
not  then  on  such  list:  The  contract  or 
grant  shall  be  re-evaluated.  If  it  is  deter¬ 
mined  that  termination  would  be  in  the 
best  interest  of  the  Government,  the  con¬ 
tract  or  grant  shall  be  terminated. 

(f)  “Hearing  Officers.”  Hearing  Offi¬ 
cers  shall  be  appointed  by  the  Secretary 
or  the  Under  Secretary  of  the  Depart¬ 
ment. 

(g)  “Precedence  of  statutes  and  Ex¬ 
ecutive  Orders.”  Where  an  office  of  the 
DeiJartment  is  required  by  statute  or 
Executive  Order  to  follow  administra¬ 
tive  sanction  procedures  that  may  differ 
from  the  reouirements  of  this  part,  the 
statutory  or  Executive  Order  procedures 
shall  take  precedence.  The  appropriate 
liaison  officer  shall  provide  the  Inspector 
General  with  such  statutes  or  Executive 
Orders  and  all  implementing  materials. 

(h)  “Intervention.”  At  hearings  con¬ 
ducted  pursuant  to  this  section,  any 
member  of  the  public  having  an  interest 
in  the  matter  may  request  participation 
in  the  hearing.  Participation  will  be  lim¬ 
ited  to  (1)  reviewing  case  files.  (2)  re¬ 
ceiving  advance  notice  of  hearings,  (3) 
attending  hearing,  (4)  filing  written 
briefs  on  the  issues  presented,  and  (5) 


testifying  when  requested  by  the  Hear¬ 
ing  Officer. 

(1)  “Scheduling  Information.”  The 
General  Counsel  shall  maintain  a  cur¬ 
rent  schedule  of  all  matters  that  have 
been  set  for  hearing.  This  information 
shall  be  available  to  the  public  upon  re¬ 
quest. 

§  24.6  Causes  and  conditions  applicable 
to  determination  of  debarment. 

Subject  to  the  following  conditions, 
the  Department  may  debar  a  contractor 
or  grantee  in  the  public  interest  for  any 
of  the  following  causes: 

(a)  Causes.  (1)  Conviction  for  com¬ 
mission  of  a  criminal  offense  as  an  inci¬ 
dent  to  obtaining  or  attempting  to  obtain 
a  public  or  private  contract,  or  subcon¬ 
tract  thereunder,  or  in  the  performance 
of  such  contract  or  subcontract. 

(2)  Ctonviction  under  the  Federal  An¬ 
titrust  Statutes  arising  out  of  the  sub¬ 
mission  of  bids  or  proposals. 

(3)  Violation  of  contract  provisions, 
as  set  forth  below,  of  a  character  which 
is  regarded  by  the  Department  to  be  so 
serious  as  to  justify  debarment  action: 

(i)  Willful  failure  to  perform  in  ac¬ 
cordance  with  the  specifications  or 
within  the  time  limit  provided  in  the 
contract. 

(ii)  A  record  of  failure  to  perform,  or 
of  unsatisfactory  performance,  in  ac¬ 
cordance  with  the  terms  of  one  or  more 
contracts:  Provided,  That  such  failure 
or  unsatisfactory  performance  has  oc¬ 
curred  within  a  reasonable  period  of 
time  preceding  the  determination  to  de¬ 
bar.  Failure  to  perform  or  unsatisfactory 
performance  which  the  contractor  can 
show  was  caused  by  events  beyond  its 
control  which  were  not  reasonably  fore¬ 
seeable  shall  not  be  considered  to  be  a 
basis  for  debarment  provided  that  no 
fault  or  negligence  of  the  firm  or  indi¬ 
vidual  was  involved. 

(iii)  Violation  of  the  contractual  pro¬ 
vision  against  contingent  fees. 

(iy)  Payment  or  acceptance  of  a  con¬ 
tingent  fee,  which  is  paid  in  violation  of 
a  contractual  or  statutory  provision 
against  contingent  fees. 

(v)  Violation  of  the  contractual  pro¬ 
vision  requiring  affirmative  action  to 
provide  equal  opportunity  in  the  partici¬ 
pant’s  own  emplosment  practices. 

(4)  Any  other  cause  of  such  serious 
compelling  nature,  affecting  responsibU- 
ity,  as  may  be  determined  by  the  appro¬ 
priate  Assistant  Secretary,  to  warrant 
debarment. 

(5)  Violation  of  any  law,  regulation, 
or  procedure  relating  to  the  application 
for  financial  assistance.  Insurance,  or 
guarantee  or  to  the  performance  of  obli¬ 
gations  incurred  pursuant  to  a  grant  of 
financial  assistance,  or  conditional  or 
final  commitment*  to  insure  or  guarantee. 

(6)  Making  or  procuring  to  be  made 
any  false  statement  for  the  purpose  of 
infiuencing  in  any  way  the  action  of  the 
Department. 

(7)  Those  found  by  the  Secretary,  af¬ 
ter  hearing  and  in  accordance  with  pro¬ 
cedural  requirements  of  implementing 
regulations,  to  have  violated  Title  VI  of 
the  Civil  Rights  Act  of  1964.  (Title  VI 
and  implementing  regulations  limit  a 


withholding  of  financial  assistance  to 
the  particular  program,  or  part  thereof, 
where  the  noncompliance  occurred.) 

(8)  Those  found  by  the  Secretary  to 
have  violated  any  rule,  regulation  or  pro¬ 
cedure  issued  or  adopted  pursuant  to  Ex¬ 
ecutive  Order  11063,  or  any  nondiscrimi¬ 
nation  provision  included  in  any  agree¬ 
ment  or  contract  pursuant  to  any  such 
rule,  regulation,  or  procedure. 

(9)  Conviction  under  the  Organized 
Crime  Control  Act  of  1970, 18  U.S.C.  1961 
et  seq.  or  conviction  for  the  commission 
of  the  offense  of  embezzlement,  theft, 
forgery,  bribery,  falsification  or  destruc¬ 
tion  of  records,  receiving  stolen  property, 
fraudulent  use  of  the  mail  in  connection 
with  commission  of  such  offenses,  or  con¬ 
viction  for  any  other  offense  indicating  a 
lack  of  business  integrity  or  honesty, 
which  seriously  and  directly  affects  the 
question  of  present  responsibility. 

(10)  Those  who  have  failed  to  pay 
their  debts  to  the  Department  within  a 
reasonable  period  of  time  after  a  written 
demand  for  payment  has  been  made  in 
accordance  with  4  CPR  Part  102,  Stand¬ 
ards  for  the  Administrative  Collection  of 
Claims  and  implementing  HUD  regiila- 
tions  in  Part  17  of  this  title. 

(b)  Conditions.  (1)  The  existence  of 
any  of  the  causes  set  forth  in  paragraph 
(a)  of  this  section  does  not  necessarily 
require  that  a  contractor  or  grantee  be 
excluded  from  departmental  programs. 
In  each  instance,  whether  the  offense  or 
failure,  or  inadequacy  of  performance, 
be  of  a  criminal,  fraudulent,  or  other 
serious  nature,  the  decision  to  debar  shall 
be  made  within  the  discretion  of  the  De¬ 
partment  and  shall  be  rendered  in  the 
best  interest  of  the  Government.  Like¬ 
wise,  all  mitigating  factors  may  be  con¬ 
sidered  in  determining  the  seriousness  of 
the  offense,  failure  or  inadequacy  of  per¬ 
formance,  and  in  deciding  whether  the 
Administrative  Sanction  is  warranted. 

(2)  The  existence  of  a  cause  set  forth 
in  paragraph  (a)  (1)  and  (2)  of  this  sec¬ 
tion  shall  be  established  by  criminal  con> 
vlctlon  by  a  court  of  competent  juris¬ 
diction  at  the  discretion  of  the  aiH)ropri- 
ate  official. 

(3)  The  existence  of  a  cause  set  forth 
in  paragraph  (a)  (3),  (4),  (5),  (6),  (7) 
and  (8)  of  this  section  shall  be  estab¬ 
lished  upon  the  evidence  presented  as 
determined  by  the  Department  and  con¬ 
sistent  with  pertinent  statutes  and  regu¬ 
lations. 

§  24.7  Procedural  requirements  relating 
to  the  imposition  of  debarment. 

(a)  Initiation  of  action.  When  the  De¬ 
partment  seeks  to  debar  a  contractor  or 
grantee  (or  any  affiliate  thereof),  that 
party  shall  be  served  with  written  notice 
by  registered  or  certified  mail,  return 
receipt  requested,  from  the  Assistant 
Secretary,  proposing  the  action: 

(1)  Stating  that  the  action  is  being 
considered, 

(2)  Setting  forth  the  reastms  for  the 
proposed  action,  and 

(3)  Indicating  that  such  party  will  be 
accorded  an  opportunity  for  a  hearing 
if  he  so  requests  within  10  days  from  his 
receipt  of  notice,  and  that  he  may  be 
represented  by  counsel.  For  the  purposes 
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of  compliance  with  this  section,  notice 
shall  be  considered  to  have  been  received 
by  the  addressee  if  the  notice  is  properly 
mailed  to  the  last  known  address  of  such 
addressee.  Any  o£Bcial  having  jurisdic¬ 
tion  may  initiate  a  debarment  acticm, 
notwithstanding  the  concurrent  juris¬ 
diction  of  another  ofiBce. 

(b)  Hearing — (1)  Request  for  hear¬ 
ing.  Any  contractor  or  grantee  that  has 
been  notified  of  a  proposed  action  is  en¬ 
titled  to  request  an  opportimity  to  be 
heard  and  to  be  represented  by  coun¬ 
sel.  A  hearing  request  shall  be  made  in 
writing  addressed  to  the  oflBcial  propos¬ 
ing  the  action.  If  at  the  end  of  such  10 
day  period,  no  request  has  been  received, 
it  may  be  assumed  that  an  opportunity 
to  be  heard  is  not  desired,  and  such  of¬ 
ficial  may  proceed  to  make  a  final  deter¬ 
mination  and  so  notify  the  interested 
party. 

(2)  Notice  of  Hearing.  Upon  receipt  of 
a  request  for  an  opportunity  to  be  heard, 
Uie  Hearing  Officer  shall  arrange  a 
prompt  and  timely  hearing.  Notice  of 
the  time  and  place  of  such  hearing  shall 
be  in  writing,  transmitted  by  certified 
or  registered  mail,  return  receipt  re¬ 
quested,  and  shall  include  a  statement 
indicating  the  nature  of  the  proceedings 
and  their  purpose.  It  shall  be  within  the 
discretion  of  the  Hearing  Officer  to  de¬ 
termine  the  hearing  place.  In  determin¬ 
ing  the  hearing  place,  the  Hearing  Offi¬ 
cer  shall  consider  the  convenience  of  the 
parties  and  the  pubhc  interest. 

(c)  Hearing  procedures.  (1)  At  the 
discretion  of  the  Hearing  Officer,  hear¬ 
ings  may  be  open  to  the  public  upon 
request  except  where  issues  of  National 
security,  trade  secrets  and  personal 
privacy  are  present. 

(2)  Hearings  shall  be  conducted  by  a 
Hearing  Officer  of  the  Department  who 
shall  be  responsible  for  the  fair  and  ex¬ 
peditious  conduct  of  proceedings. 

(3)  The  Department  shall  be  repre¬ 
sented  by  the  General  Counsel  or  his 
designee. 

(4)  A  transcribed  record  shall  be 
made  of  the  proceeding  and  shall  be 
made  available  to  the  parties  upon 
request. 

(5)  Counsel  for  the  Department  shall 
proceed  first  with  an  opening  statement 
to  be  followed  by  Appellant’s  opening 
statement.  Hither  party  may  waive  this 
right. 

(6)  All  witnesses  shall  testify  under 
oath  or  affirmation.  Department  wit¬ 
nesses,  if  any,  shall  be  first  caUed  and 
may  be  cross-examined  by  Appellant. 
Appellant's  witnesses  may  also  be  cross- 
examined. 

(7)  Counsel  for  the  Department  shall 
make  the  first  closing  statement.  Ap¬ 
pellant  shall  have  the  right  of  last  clos¬ 
ing  statement  and  final  rebuttal. 

(8)  Formal  rules  of  evidence  and  pro¬ 
cedure  applicable  to  a  proceeding  in  a 
Court  of  Law  will  not  be  applied.  Par¬ 
ties  may  object  to  clearly  irrelevant 
material,  but  technical  objections  to  tes¬ 
timony  as  used  in  a  court  of  law  will 
not  be  sustained. 


§  24.8  Determination  of  Hearing  Offi¬ 
cer  ;  review  of  determination. 

(a)  After  the  contractor  or  grantee 
has  been  afforded  an  opportunity  to  be 
heard,  the  Hearing  Officer  shall  make  a 
written  determination  on  the  evidence 
presented.  If  it  is  proposed  that  the  sanc¬ 
tion  include  an  affiliate,  the  Hearing 
Officer  shall  rule  specifically  whether, 
and  to  what  extent,  the  determination 
applies  to  such  affiliate.  The  Hearing 
Officer’s  determination  shall  be  trans¬ 
mitted  to  all  appealing  parties  by  cer¬ 
tified  or  registered  mail,  return  receipt 
requested. 

(b)  The  Hearing  Officer’s  determina¬ 
tion  shall  be  final  unless  within  30  days 
the  Secretary  decides,  as  a  matter  of 
discretion,  to  review  the  findings  of  the 
Hearing  Officer  or  to  have  the  findings 
reviewed  by  a  designee  of  the  Secretary. 
Any  party  may  request  such  a  review  in 
writing  within  10  days  of  receipt  of  the 
Hearing  Officer’s  determination. 

(c)  Where  a  review  is  granted,  the 
determination  by  the  Secretary,  or  the 
Secretary’s  designee,  shall  be  based  on 
the  record  of  the  initial  hearing  and 
shall  fully  recite  the  evidentiary  grounds 
upon  which  the  Secretary’s  determina¬ 
tion  is  made.  Such  determination  shall 
be  issued  within  30  days  from  the  deci¬ 
sion  to  grant  a  review. 

(d)  Each  determination  shall  become 
a  part  of  the  record. 

(e)  Notice  of  the  Secretary’s  decision 
to  review  the  Hearing  Officer’s  determi¬ 
nation  and  subsequent  determination  by 
the  Secretary,  or  the  Secretary’s  desig¬ 
nee,  shall  be  ^ven  in  writing,  signed  by 
the  Secretary  or  the  Secretary’s  designee 
and  transmitted  by  registered  mail,  re¬ 
turn  receipt  requested. 

§  24.9  Authority  of  Hearing  Officer. 

The  Hearing  Officer,  in  the  conduct  of 
the  hearing,  has  the  power  among  others, 
to: 

(a)  Hold  conferences  to  settle,  sim¬ 
plify,  or  fix  the  issues  in  a  proceeding, 
or  to  consider  other  matters  that  may 
aid  in  the  expeditious  disposition  of  the 
proceeding  by  consent  of  the  parties  or 
upon  his  own  motion; 

(b)  Require  parties  to  state  their  po¬ 
sition  with  respect  to  the  various  issues 
in  the  proceechng; 

(c)  Require  parties  to  produce  for  ex¬ 
amination  those  relevant  witnesses  and 
documents  under  their  control; 

(d)  Rule  on  motions,  and  other  pro¬ 
cedural  items  on  matters  pending  before 
him; 

(e)  Regulate  the  course  of  the  hearing 
and  conduct  of  participants  therein; 

(f)  Receive,  rule  on,  exclude,  or  limit 
evidence,  and  limit  lines  of  questioning 
or  testimony  which  are  irrelevant,  im¬ 
material  or  unduly  repetitious; 

(g)  Fix  time  limits  for  submission  of 
written  docunjents  in  matters  before 
him; 

(h)  Impose  appropriate  sanctions 
against  any  party  or  person  failing  to 
obey  an  order  imder  these  procedures 
which  sanctions  may  include: 


(1>  Refusing  to  allow  the  disobedient 
party  to  support  or  oppose  designated 
claims  or  defenses,  or  prohibiting  him 
from  introducing  designated  matters  in 
evidence; 

(2)  Excluding  all  testimony  of  an  ion- 
responsive  or  evasive  witness,  and 

(3)  Expelling  any  party  or  person 
from  further  participation  in  the  hear¬ 
ing. 

(1)  Take  official  notice  of  any  material 
fact  not  appearing  in  evidence  in  the 
record,  which  is  among  the  traditional 
matters  of  judicial  notice. 

(j)  Administer  oaths  of  affirmation. 

(k)  Rule  on  requests  by  the  public  to 
attend  the  hearing. 

§  24.10  Notice  of  Determination  by  the 
Hearing  Officer  or  the  Secretary. 

(a)  Notice  to  the  Assistant  Secretary. 

(1)  The  Hearing  Officer’s  determination 
shall  be  transmitted  promptly  to  the  De¬ 
partment  official  who  invoked  the  Ad¬ 
ministrative  Sanction. 

(2)  When  the  Secretary  grants  a  re¬ 
view  of  the  Hearing  Officer’s  determina¬ 
tion,  the  Assistant  Secretary  shall  be  so 
advised  and  shall  defer  notice  to  the  In¬ 
spector  General  until  a  Secretarial  De¬ 
termination  has  been  issued. 

(3)  Notice  of  a  Secretarial  Determi¬ 
nation  shall  be  sent  upon  issuance  to  the 
appropriate  Assistant  Secretary. 

(b)  Notice  to  Field  Offices  by  the  As¬ 
sistant  Secretary.  When  a  sanction  has 
been  invoked  or  removed  by  a  Hearing 
Officer  which  is  not  reviewed  by  the  Sec¬ 
retary,  or  after  such  review  is  complete, 
each  Field  Office  shall  be  notified  in  writ¬ 
ing  of  the  determination.  Such  notice 
shall  Include: 

(l)  The  name  of  the  party  and  affil¬ 
iates,  if  any,  against  whom  the  sanction 
is  invoked  or  removed. 

(2)  The  address  of  the  party,  and  affil¬ 
iates  where  appropriate. 

(3)  The  effect  of  the  determination. 

(4)  ’The  duration  of  any  sanction 
invoked. 

§24.11  Rescission  and  reinstatement. 

(a)  Request  for  reinstatement.  Six 
months  after  the  date  of  the  final  deter¬ 
mination.  any  contractor  or  grantee 
against  whom  an  administrative  sanc¬ 
tion  has  been  invoked  may  in  writing 
request  reinstatement  by  the  official  who 
invoked  the  administrative  sanction. 

(b)  Reinstatement  procedures.  The 
procedures  for  reinstatement  are  sub¬ 
stantially  similar  to  those  invc^ed  in 
the  initial  proceedings.  Conduct  of  the 
reinstatement  proceedings  under  §  24.11 
shall  be  the  responsibility  of  the  official 
who  imposed  the  sanction.  Where  the 
party  has  been  suspended  or  debarred, 
however,  the  reinstatement  proceeding 
shall  be  conducted  by  a  Hearing  Officer 
appointed  in  accordance  with  §  24.5(f). 
In  reaching  his  determination  regarding 
reinstatement,  the  presiding  official  must 
be  satisfied  that  it  Is  in  the  best  interest 
of  the  (jovemment  to  reinstate  and  also 
be  persuaded  fnxn  the  assurances  of  the 
party  concerned  that  he  understands  the 
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requirements  of  the  statutes  and  the  ad¬ 
ministrative  rules  and  regulations  and 
that  he  will  comply  with  them  in  the  fu¬ 
ture.  The  presiding  oflBcial  may  require, 
where  appropriate,  restitution  by  the 
party  for  losses  sustained  by  the  Depart¬ 
ment  on  his  account. 

(c)  Grounds.  Except  as  otherwise  pro¬ 
vided  by  statute,  a  party  may  be  rein¬ 
stated  subject  to  this  §  24.11  upon  the 
submission  of  an  application,  supported 
by  documentary  evidence,  setting  forth 
appropriate  grounds  for  the  granting  of 
relief  such  as  newly  discovered  material 
evidence,  reversal  of  a  conviction,  bona 
fide  change  of  ownership  or  manage¬ 
ment,  or  the  elimination  of  the  causes  for 
which  the  debarment  was  imposed. 

(d)  Consultation  by  Field  Officers  and 
Assistant  Secretaries.  Following  rein¬ 
statement  proceedings,  the  presiding  of¬ 
ficial  shall  promptly  submit  a  recom¬ 
mendation  concerning  the  reinstatement. 
The  appropriate  Field  Officer  and  As¬ 
sistant  Secretary  shall  confer  with  re¬ 
gard  to  the  merits  of  reinstatement.  If 
there  is  disagreement  between  the  Assist¬ 
ant  Secretary  and  the  Field  Officer,  the 
issue  shall  be  referred  to  the  Secretary 
for  final  resolution  of  the  request  for 
reinstatement. 

(e)  Notice.  When  an  Administrative 
Sanction  has  been  rescinded,  a  report 
thereof  shall  be  forwarded  to  the  appro¬ 
priate  Assistant  Secretary.  Notice  of  re¬ 
instatement  shall  be  forwarded  to  the 
party  so  reinstated  by  certified  or  regis¬ 
tered  mail,  return  receipt  requested,  by 
the  official  taking  the  reinstatement 
action. 

§  24.12  Suspension. 

Suspension  is  a  drastic  action  and,  as 
such,  shall  not  be  based  upon  an  unsup¬ 
ported  acciisation.  In  assessing  whether 
adequate  evidence  exists  for  invoking  a 
suspension,  consideration  shall  be  given 
to  the  amount  of  credible  evidence  which 
is  available,  to  the  existence  or  absence  of 
corroboration  as  to  important  allega¬ 
tions,  as  well  as  to  the  inferences  which 
may  proporly  be  drawn  from  the  exist¬ 
ence  or  absence  of  affirmative  facts.  This 
assessment  shall  include  an  examination 
of  basic  documents,  such  as  contracts, 
insp>ection  reports  and  correspondence. 
A  suspension  may  be  modified  by  the  of¬ 
fice  invoking  the  sanction  whenever  it 
is  determined  to  be  in  the  Interest  of 
the  Government  to  do  so. 

§  24.13  Causes  and  conditions  under 
which  contractors  or  grantees  may  he 
suspended. 

(a)  The  Assistant  Secretaries  may,  in 
the  interest  of  the  Govenunent,  suspend 
a  contractor  or  grantee: 

(1)  Suspected,  upon  adequate  evidence, 
of — 

(i)  Commission  of  fraud  or  a  criminal 
offense  as  an  incident  to  obtaining,  at¬ 
tempting  to  obtain  a  public  contract,  or 
in  the  performance  of  Government  busi¬ 
ness  or  contractual  dealings. 

(ii)  Violation  of  the  Federal  antitrust 
statutes  arising  out  of  the  submission  of 
bids  and  propxKals; 

(iii)  Commission  of  embezzlement, 
theft,  forgery,  bribery,  falsificaticm  or 


destruction  of  records,  receiving  stolen 
prop)erty,  violation  of  the  Organized 
Crime  Control  Act  of  1970  or  any  other 
offense  indicating  a  lack  of  business  in¬ 
tegrity  or  business  honesty,  which  seri¬ 
ously  and  directly  affects  the  question  of 
present  responsibility;  or 

(2)  For  other  causes  of  such  serious 
and  compelling  natme,  affecting  resp(m- 
sibility  as  may  be  determined  in  writing 
by  the  appropriate  Assistant  Secretary  to 
warrant  suspension.  Among  such  causes 
are  cases  where  the  contractor  or  grantee 
is  suspected,  upjon  adequate  evidence  of — 

(1)  Violation  of  any  law,  regulation,  or 
procedure  relating  to  the  application  for 
financial  assistance,  insurance  or  guar¬ 
antee  or  to  the  p>erformance  of  obliga¬ 
tions  inciured  pursuant  to  a  grant  of  fi¬ 
nancial  assistance  or  conditional  or  final 
commitment  to  insure  or  guarantee. 

(ii)  Making  or  procuring  to  be  made 
any  false  statement  for  the  purpKwe  of 
influencing  in  any  way  the  action  of  the 
Department. 

(b)  A  suspienslon  invoked  by  another 
agency  for  any  of  the  causes  set  forth  in 
paragraph  (a)  (1)  and  (2)  of  this  section 
may  be  the  basis  for  the  imp>osition  of  a 
concurrent  suspiension  by  the  Dep)art- 
ment. 

(c)  An  outstanding  indictment  of  a 
contractor  or  grantee,  or  the  naming  of  a 
contractor  or  grantee  as  an  unlndicted 
co-conspirator  is  adequate  evidence  of 
susp}ected  criminal  conduct  and  may  be 
the  basis  for  impxKition  of  a  suspiension. 
Conviction  of  a  contractor  or  grantee  is 
adequate  evidence  to  warrant  imposition 
of  a  suspjension  p>ending  debarment. 

§  24.14  Period  and  scope  of  suspension. 

(a)  Period  of  suspension.  All  susp>en- 
sions  shall  be  for  a  temporary  pieriod 
piending  the  completion  of  an  investiga¬ 
tion  and  such  administrative  or  legal 
proceedings  as  may  ensue.  In  cases  in¬ 
volving  suspected  violations  of  Federal 
law  where  prosecutive  action  has  not 
been  Initiated  by  the  Dep>artment  of  Jus¬ 
tice  within  12  months  from  the  date  of 
the  notice  of  suspension,  the  susp>ension 
shall  be  terminated  xmless  an  Assistant 
Attorney  General  or  a  United  States  At¬ 
torney  requests  continuance  for  an  addi¬ 
tional  six  months.  Notice  of  the  propx^ed 
removal  of  the  susp}ension  shall  be  given 
to  the  Dep>artment  of  Justice  30  days 
prior  to  the  expiration  of  the  12-month 
p>erlod.  In  no  event  shall  a  susp>enslon 
continue  beyond  18  months  unless  prose¬ 
cutive  acti(m  has  been  initiated  within 
that  period.  Whenever  prosecutive  action 
has  been  initiated,  the  suspension  may 
continue  until  the  administrative  or  legal 
proceedings  are  completed.  Considera¬ 
tion  may  be  given  to  debarment  in  ac¬ 
cordance  with  §  24.6  in  conjimction  with 
the  suspension  procedures. 

(b)  Scope  of  suspension.  (1)  Suspien- 
sion  may  include  all  known  affiliates  of 
a  contractor  or  grantee. 

(2)  A  decision  to  include  known  affili¬ 
ates  in  a  propx)sed  suspiension  is  an  indi¬ 
vidual  determination  and,  as  such,  must 
be  made  on  a  case-by-case  basis.  Among 
the  factors  to  be  considered  in  making 
this  determination  are; 


(i)  Likelihood  of  the  affiliate’s  knowl¬ 
edge  of  or  p}articipation  in  the  suspected 
impropier  c(mduct,  and 

(ii)  The  impact  of  its  suspension  on 
Department  programs. 

(3)  The  criminal,  fraudulent,  or  other 
seriously  improp>er  conduct  of  an  indi¬ 
vidual  may  be  Imputed  to  the  organiza¬ 
tion  with  which  he  is  connected  when 
the  impropriety  involved  was  performed 
within  the  course  of  his  official  duty, 
or  with  knowledge  or  approval  of  the 
organization. 

§  24.15  Restrictions  during  period  of 
suspension. 

During  a  period  of  suspension  of  a 
contractor  or  grantee,  the  following  poli¬ 
cies  and  procedures  shall  be  applicable: 

(a)  Bids  and  proposals  for  financial 
assistance  shall  not  be  solicited  from  sus- 
IJended  contractors  or  grantees.  If  re¬ 
ceived,  bids  and  proposals  shall  not  be 
considered  and  financial  assistance  shall 
not  be  granted  to  suspended  contractors 
or  grantees  imless  it  is  determined  in 
writing  by  the  suspending  official  to  be 
clearly  in  the  best  interest  of  the  Govern¬ 
ment.  A  determination  to  consider  such 
bids  and  make  such  awards  shall  include 
consideration  of  unique  value  of  the  bid¬ 
der’s  services,  the  degree  to  which  the 
suspected  improper  conduct  reflects  \ipon 
the  bidder’s  capacity  to  serve  the  De¬ 
partment  and  the  overriding  need  for  the 
bidder’s  services. 

(b)  Suspended  contractors  will  be  sub¬ 
ject  to  the  provisions  of  §  24.23(c)  re¬ 
garding  restrictions  on  subcontractors. 

§  24.16  Notice  of  suspension. 

(a  )  The  contractor  or  grantee  con¬ 
cerned  shall  be  furnished  by  registered 
or  certified  mail,  return  receipt  request¬ 
ed,  a  written  notice  of  the  suspension  by 
the  appropriate  Assistant  Secretary 
within  10  days  after  the  effective  date 
of  the  suspension.  The  notice  shall  state 
as  follows: 

(1)  “Basis  of  the  action.”  *1710  suspen¬ 
sion  is  based: 

(1)  On  the  information  that  the  con¬ 
tractor  or  grantee  has  committed  irregu¬ 
larities  of  a  serious  nature  in  business 
dealings  with  the  Government,  or 

(ii)  On  irregularities  which  seriously 
reflect  on  the  propriety  of  further  deal¬ 
ings  of  the  contractor  or  grantee  with  the 
Government.  The  irregularities  should  be 
described  in  general  terms  without  dis¬ 
closing  the  Government’s  evidence. 

(2)  The  suspension  is  for  a  temporary 
period  pending  the  completion  of  an  in¬ 
vestigation  by  the  Department  and/or 
any  other  Federal  Agency  and  such  ad¬ 
ministrative  or  legal  proceedings  as  may 
ensue. 

(3)  Bids  and  proposals  for  participa¬ 
tion  in  any  Department  programs  will 
not  be  solicited  from  the  contractor  or 
grantee  and,  if  received,  will  not  be  con¬ 
sidered  for  award  unless  determined  by 
the  Department  to  be  in  the  best  interest 
of  the  Government. 

(4)  ’The  suspended  party  is  entitled  to 
request  an  opportunity  to  be  heard  and 
represented  by  coimsel  in  accordance 
with  S  24.7. 
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(b)  Where  a  matter  has  been  referred 
to  the  Department  of  Justice,  the  De¬ 
partment  shall  not  give  further  informa¬ 
tion  to  the  contractors  or  grantees  con¬ 
cerning  the  reasons  for  suspension  be¬ 
yond  that  stated  in  the  notice  of  suspen¬ 
sion  set  forth  in  this  section  until  the 
Department  of  Justice  has  been  advised 
of  the  inquiry  and  acquiesces  in  any  such 
disclosure. 

(c)  For  the  purposes  of  ccmipllance 
with  the  section,  notice  shall  be  consid¬ 
ered  to  have  been  received  by  the  ad¬ 
dressee  if  the  notice  is  properly  mailed  . 
to  the  last  known  address  of  such  ad¬ 
dressee. 

§  24.17  Other  sanctions. 

(a)  Except  for  provisions  for  with¬ 
drawal  of  mortgagee  approval  by  the 
Mortgagee  Review  Board  (24  CFR  Part 
25)  and  the  Previous  Participation  Re- 
view  and  Clearance  Procedure  (24  CFR 
200.210),  all  sanctions  not  authorized 
by  this  Part  24  are  hereby  repealed.  This 
includes  but  is  not  limited  to: 

(1)  Unsatisfactory  Risk  Determina¬ 
tion  (24  CFR  200.200). 

(2)  Precautionary  Measures  (24  CFR 
200.205-200.208) . 

(3)  Restricticdis  Pending  Correction 
of  Construction  Deflciraicies  (HUD 
Handbook  4080.1,  par.  2-3) . 

(4)  Refusal  of  Participation  Under 
Section  512  (24  CFR  200.190-200.195) . 

(5)  Warning  Letters  (HUD  Handbook 
4080.1,  par.  2-2) . 

(6)  Dealer  Approval  (24  CFR  201.615- 
201.620) . 

(b)  limitations  on  participation  of  a 
contractor  or  grantee  impost  prior  to 
the  effective  date  of  these  reg^ations 
under  an  ancillary  procedure  shall  not 
be  modified  unless  a  final  determination 
imder  §  24.8(c)  so  requires.  However, 
such  contractor  or  grantee  may  petition 
for  reconsideration  or  for  reduction  of 
the  sanction  term  under  procedures  pro¬ 
vided  by  §  24.18(a)  (5). 

(c)  Procedures  under  §  24.18  may  be 
utilized  to  effect  the  sanctions  rep^ed 
under  this  section. 

§  24.18  Temporary  denial  of  participa¬ 
tion  ;  conditional  denial. 

(a)  Causes  and  conditions  under 
which  a  temporary  denial  of  participa¬ 
tion  may  be  invoked. 

(1)  An  Area  Director,  Insuring  OfiBce 
Director  or  Regional  Administrator  may 
issue  an  order  which  denies  the  partici¬ 
pation  in  Dei>artment  programs  of  a  con¬ 
tractor  or  grantee. 

(2)  Causes  for  denial  of  participation 
shall  include: 

(i)  Adequate  evidence  that  approval  of 
an  applicant  for  insurance  wo^d  be  an 
unsatisfactory  risk; 

(il)  Adequate  evidence  of  irregulari¬ 
ties  in  contractor’s  or  grantee’s  past  per¬ 
formance  in  a  Department  program;  and 

(iii)  Failure  of  a  contractor  or  grantee 
to  maintain  prerequisites  of  eligibility  to 
participate  in  a  Department  program. 

(Iv)  Causes  under  §  24.13(a). 

(3)  Period  and  scope  of  temporary 
denial  of  participation. 


(i)  A  denial  of  participation  is  limited 
to  the  program  under  which  the  offense 
occurred. 

(ii)  Denial  or  participation  shall  be  for 
a  temporary  period  pending  correction  or 
dismi^al  of  the  grounds  for  the  denial, 
demonstration  by  the  contractor  or 
grantee  that  it  is  in  the  best  interest  of 
the  Government  to  resume  business  with 
such  c(Mitractor  or  grantee,  or  completion 
of  an  investigation  and  such  legal  pro¬ 
ceedings  as  may  ensue. 

(iii)  Denial  of  participation  to  affili¬ 
ates  shall  be  in  accordance  with  §  24.14 
(b). 

(iv)  Restrictions  imposed  by  a  denial 
of  participation  shall  not  extend  beyond 
the  jurisdiction  of  the  official  Invoking 
the  denial. 

(v)  The  official  Invoking  the  denial 
shall  notify  all  other  Area,  Insuring  and 
Regional  offices  of  the  action.  Officials  so 
notified  may  restrict  participation  in  the 
appropriate  program  by  the  party  on 
this  basis  without  the  need  for  a  further 
hearing. 

(4)  Notice  of  temporary  denial  of  par¬ 
ticipation. 

(i)  A  contractor  or  grantee  shall  be 
fiunished  by  registered  or  certified  mail, 
return  receipt  requested,  a  written  notice 
of  the  action  by  the  Area  Director,  In¬ 
suring  Office  Director  or  Regional  Ad¬ 
ministrator.  The  denial  shall  be  effective 
as  of  the  date  of  the  notice. 

(li)  The  notice  shall  clearly  state  the 
groimds  upon  which  the  actiem  is  based 
and  shall  explain  the  temporary  nature 
of  the  action  in  accordance  with  para¬ 
graph  (a)  (3)  of  this  section. 

(iii)  The  notice  shall  explain  the  im¬ 
pact  of  the  action  on  the  contractor’s  or 
grantee’s  participation  in  Department 
programs  specifying  the  program  in¬ 
volved  and  the  geographical  area  af¬ 
fected  by  the  action. 

(iv)  The  notice  shall  advise  the  con¬ 
tractor  or  grantee  that  a  request  may  be 
made  in  writing  to  the  official  inve^ng 
the  action  for  an  opportunity  to  request 
reconsideration  of  the  decision. 

(5)  Informal  Hearing. 

(i)  Upon  receipt  of  a  request  for  an 
informal  hearing  seeking  reconsidera¬ 
tion,  the  official  imposing  the  action  shall 
promptly  arrange  such  a  hearing  with 
the  contractor  or  grantee  to  reconsider 
the  order. 

(ii)  The  contractor  or  grantee  may  be 
represented  by  counsel  and  may  present 
all  relevant  materials  to  the  official. 

(iii)  After  consideration  of  the  mate¬ 
rials  presented,  the  official  shall  in  writ¬ 
ing  advise  the  contractor  or  grantee  of 
his  decision  to  withdraw,  modify  or  affirm 
his  order. 

(iv)  Where  the  decision  is  to  affirm 
the  order,  the  contractor  or  grantee  may 
appeal  in  accordance  with  provisions  of 
§  24.7(b),  except  that  the  request  shall 
be  addressed  to  the  Assistant  Secretary 
having  jurisdiction  of  the  program  con¬ 
cerned. 

(b)  Causes  and  conditions  under  which 
conditional  participation  may  be  invoked. 

(1)  An  Area  Director,  Insiulng  office 
Director  or  Regional  Administrator  may 


Issue  an  order  of  conditional  participa¬ 
tion  to  a  contractor  or  grantee. 

(2)  Causes  for  an  order  of  ccmditional 
participaticHi  shall  include: 

(i)  Failiu’e  to  proceed  in  accordance 
with  Department  specifications; 

(ii)  Adequate  evidence  that  require¬ 
ments  of  a  grant  or  contract  will  not  be 
satisfied  upon  completion;  and 

(iii)  Adequate  evidence  that  there  may 
be  construction  deficiencies  in  ongoing 
projects. 

(3)  Period  and  scape  of  an  order  of 
conditional  iiartlcipation. 

(i)  An  order  of  conditional  participa¬ 
tion  is  limited  to  the  program  under 
which  the  offense  occurred. 

(il)  An  order  of  conditional  participa¬ 
tion  shall  apply  to  affiliates  in  accordance 
with  §  24.14(b). 

(iii)  Conditional  participatiem  shall  be 
for  a  temporary  period  pending  satisfac¬ 
tion  of  the  conditions  leading  to  issuance 
of  the  order. 

(iv)  Restrictions  imposed  by  condi¬ 
tional  participation  shall  not  extend  be¬ 
yond  the  jurisdiction  of  the  official  issu¬ 
ing  the  order. 

(4)  "Notice  of  conditional  participa¬ 
tion.’’  Issuance  of  an  order  of  condi¬ 
tional  participation  shall  be  in  accord¬ 
ance  with  §  24.18(a)  (4). 

(5)  “Informid  Hearing.’’  Procedures 
to  request  reconsideration  of  an  order 
of  conditional  participation  shall  be  in 
accordance  with  §  24.18(a)  (5). 

§  24.19  [Reserved] 

§  24.20  [Reserved] 

§  24.21  Establishment  and  maintenance 
of  lists  of  contractors  and  grantees 
subject  to  administrative  sanctions. 

(a)  The  Inspector  General,  shall  be 
responsible  for  maintenance  and  con¬ 
solidation  of  Department  lists  resting 
to'  administrative  sanctions.  He  shall 
further  maintain  debarment  lists  of 
other  Government  agencies  which  this 
Department  is  required  by  law  and  Ex¬ 
ecutive  Order  to  observe. 

(b)  Each  Assistant  Secretary  shall  ad¬ 
vise  the  Inspector  General  of  additions 
or  deletions  to  be  made  in  the  lists  main¬ 
tained  by  the  Office  of  the  Inspector 
General. 

(c)  The  Office  of  Inspector  General 
shall,  in  cooperation  with  the  offices  of 
the  Department,  establish  procedures  for 
assuring  the  timely  receipt  of  informa¬ 
tion  relative  to  updating  the  Consoli¬ 
dated  List. 

(d)  All  lists  shall  be  kept  current. 
Procedures  for  issuance  of  notices  of  ad¬ 
ditions  and  deletions  shall  be  established 
by  the  Inspector  General.  Each  Assistant 
Secretary  shall  appoint  a  liaison  officer 
responsible  for  providing  the  Office  of 
the  Inspector  CSeneral  with  current  in¬ 
formation. 

(e)  The  Consolidated  List  shall  show 
as  a  minimum  the  following  information 
where  applicable: 

(1)  The  names  of  those  contractors 
and  grantees  against  whom  HUD  has 
invoked  administrative  sanctions  (in  al¬ 
phabetical  order)  with  appropriate  cross 
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reference  where  more  than  one  name 
is  involved  in  a  single  transaction; 

(2)  The  basis  of  authority  for  each 
action; 

(3)  The  extent  of  restrictions  imposed; 
and 

(4)  The  name  of  the  office  initiating 
the  action,  where  appropriate. 

(f)  The  Inspector  General  shall  ar¬ 
range  for  reproduction  and  distribution 
of  the  Consolidated  List.  Publication 
shall  be  in  accordance  with  entries  made 
under  §  24.22.  Distribution  of  such  list 
among  Department  employees  shall  be 
made  to  those  whose  duties  require  ac¬ 
cess  to  the  list  as  authorized  by  the 
Assistant  Secretaries,  Area  Directors,  In¬ 
suring  Office  Directors  and  Regional  Ad¬ 
ministrators  having  respective  jurisdic¬ 
tion  of  such  employees.  Names  of  enti¬ 
ties  named  in  the  Consolidated  List  will 
be  available  upon  request. 

(g)  Procedures  for  submitting  requests 
for  information  contained  in  the  Con¬ 
solidated  List  and  distribution  of  such 
information  shall  be  established  by  the 
Office  of  the  Inspector  General. 

§  24.22  Basis  for  entry. 

Entry  shall  be  made  on  the  Consoli¬ 
dated  List  of  contractors  and  grantees 
on  the  following  basis: 

(a)  Those  listed  by  the  Comptroller 
General  in  accordance  with  the  provi¬ 
sions  of  section  3  of  the  Walsh-Healey 
Public  Contracts  Act  (41  U.S.C.  37), 
which  have  been  found  by  the  Secretary 
of  Labor  to  have  violated  any  of  the 
agreements  or  representations  required 
by  that  Act. 

(b)  Those  listed  by  the  Comptroller 
General  in  accordance  with  the  provi¬ 
sions  of  section  3  of  the  Davis-Bacon  Act 
(40  U.S.C.-276a-2(a)),  as  found  by  the 
Comptroller  General  to  have  violated 
said  Act. 

(c)  Those  listed  by  the  Comptroller 
General  in  accordance  with  the  provi¬ 
sions  of  Part  5,  §  5.6(b)  of  the  regula¬ 
tions  of  the  Secretary  of  Labor  issued 
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pursuant  to  authority  granted  imder  Re¬ 
organization  Plan  14  of  1950,  as  found 
by  the  Secretary  of  Labor  to  be  in  aggra¬ 
vated  or  willful  violation  of  the  prevail¬ 
ing  wage  or  overtime  pay  provision  of 
any  statutes  including  the  following: 

(1)  Davis-Bacon  Act  (40  U.S.C.  276a). 

(2)  Anti-Kickback  Act  (18  U.S.C.  874, 
40  U.S.C.  276b,  c). 

(3)  The  Contract  Work  Hours  and 
Safety  Standards  Act  (40  U.S.C.  327- 
330). 

(4)  National  Housing  Act  (12  U.S.C. 
1703) . 

(5)  Hospital  Survey  and  Construction 
Act  (42  U.S.C.  291). 

(6)  Airport  and  Airway  Development 
Act  of  1970  (49  U.S.C.  1701) . 

(7)  Housing  Act  of  1949  (42  U.S.C. 
1401). 

(8)  School  Survey  and  Construction 
Act  of  1950  (20  U.S.C.  251) . 

(9)  Defense  Housing  and  Community 
Facilities  and  Services  Act  of  1951  (42 
U.S.C.  1501, 1591). 

(10)  Federal  Civil  Defense  Act  of  1950 
(50App.  U.S.C.  2281(1)). 

(11)  Area  Redevelopment  Act  of  1961 
(42  U.S.C.  2518). 

(12)  Delaware  River  Basin  c::ompact 
(sec.  15.1,75  Stat.  714). 

(13)  Health  Profession  Educational 
Assistance  Act  of  1963  (sec.  721,  77  Stat. 
167). 

(14)  Mental  Retardation  Facilities 
Construction  Act  (secs.  10,  122,  13,  77 
Stat.  282, 284, 288) . 

(15)  Commimity  Mental  Health  Cen¬ 
ters  Act  (secs.  205, 77  Stat.  292) . 

(16)  Housing  and  Commimity  Devel¬ 
opment  Act  of  1974  (42  U.S.C.  5301) . 

(d)  Those  listed  by  the  Director  of  the 
Office  of  Federal  Contract  Compliance 
on  the  Contract  Ineligibility  List  which 
gives  the  names  of  contractors  and 
grantees  who  have  been  declared  ineli¬ 
gible  to  participate  in  Government  con¬ 
tracting  or  subcontracting  by  reason  of 
noncompliance  with  the  Equal  Oppor¬ 
tunity  clause. 


(e)  Those  whom  the  Department  has 
debarred  or  suspended  in  accordance 
with  this  part. 

(f)  Those  determined  by  an  executive 
agency  in  accordance  with  section  3(b) 
of  the  Buy  American  Act  (41  U.S.C.  10b 
(b) )  to  have  failed  to  comply  with  the 
provisions  of  section  3(a)  of  that  Act 
under  any  contract  containing  the  spe¬ 
cific  provisions  required  by  said  section 
3(a)  and  made  by  the  agency  for  con¬ 
struction,  alteration,  or  repair  of  any 
public  building  or  public  work. 

§  24.23  Treatment  to  be  accorded  con¬ 
tractors  or  grantees  subject  to  ad¬ 
ministrative  sanctions. 

(a)  Total  restrictions.  No  financial  as¬ 
sistance  shall  be  made  available  directly 
or  indirectly  to  any  contractor  or  grantee 
that  is  listed  on  the  basis  of  §  24.22  or  to 
any  affiliate  of  said  contractor  or  grantee, 
nor  shall  bids  or  proposals  be  solicited 
therefrom  unless  the  exceptions  of 
§  24.23(c)  or  §  24.15(a)  apply. 

(b)  Partial  restrictions.  Where  an 
Area  Director,  Insuring  Office  Director 
or  a  Regional  Administrator  has  author¬ 
ity  to  initiate  actions  for  tenmorary  de¬ 
nial  of  participation  or  conditional  par¬ 
ticipation,  the  restriction  on  providing 
financial  assistance  to  a  contractor  or 
grantee  shall  apply  only  within  the  ter¬ 
ritory  of  authority  .for  the  respective 
regional,  insuring,  or  area  office. 

(c)  Restrictions  on  subcontracting. 
Where  a  contractor  or  grantee  listed  on 
the  Consolidated  List  is  proposed  as  a 
subcontractor,  the  contracting  officer  or 
program  officer  should  prohibit  or  decline 
to  approve  subcontracting  with  that  con¬ 
tractor  or  grantee  unless  it  is  determined 
by  the  Department  to  be  clearly  in  the 
best  Interest  of  the  Government  to  do  so. 

Issued  January  19, 1977. 

John  B.  Rhinelander, 

Under  Secretary  for  Housing  and 
Urban  Development. 
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